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December 6,2005 

Docket Control Center 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

A Z  CORP C0MMISSiO;i 
DOCUMEMT CONTROL 

G-0155 1A-05-0885 
E-01 933A-05-0885 

The Arizona Corporation Commission (Commission) in Decision No. 63846, approved a 
Special Gas Procurement Agreement (Agreement) between Southwest Gas Corporation 
(Southwest) and Tucson Electric Power Company (TEP). In subsequent years, the 
Commission has approved yearly extensions of this agreement. Southwest herewith 
submits for the Commission's review and approval an extension of the current pricing 
provisions as negotiated by the two parties. 

Southwest's proposal would extend the current pricing provisions on a month-to-rnonth 
basis beginning January 1, 2006, subject to termination by either party through written 
notice so stating and given to the other party no less than thirty (30) days in advance. 
Southwest believes that due to the uncertainty regarding the issues associated with the El 
Paso Natural Gas Company's general rate case application, currently on file with the 
Federal Energy Regulatory Commission, extension of the current pricing provisions on a 
month-to-month basis is reasonable. Approval of Southwest's request will provide 
continuity of service to TEP while affording protection to Southwest and its customers. 

Southwest herewith submits an original and thirteen (13) copies of the Letter Agreement 
and revised Exhibit A, which has been redacted due to the commercially-sensitive nature 
of the information contained in the exhibit. 

By copy of this letter, Southwest is providing a copy of the unredacted Exhibit A to the 
Director and Staff of the Commission's Utilities Division. The unredacted Exhibit is being 
provided under seal in reliance upon prior Confidentiality Agreements related to Special 
Gas Procurement Agreement customers, which have previously been executed by Staff 
and Southwest. In addition, Southwest is providing a copy of the Letter Agreement 
between TEP and Southwest. 

Southwest respectfully requests that the attached Exhibit A be permitted to become 
effective January 1,2006. 

Respectfully, 

U Debra S. Jacobson 
Director, Government & State Regulatory Affairs 

c Ernest Johnson, ACC 
Robert Gray, ACC 
Brian Bozzo, ACC (redacted) 
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William N. Moody, Vice PresidenVGas Resources 

December 2,2005 

Mr. David Hutchens 
General Manager, Fuels & Wholesale Power 
Tucson Electric Power Company 
3950 East Irvington Road 
P.O. Box 71 11 
Tucson, Arizona 85702 

Dear Mr. Hutchens: 

Re: Southwest Gas CorporatiodTucson Electric Power - Special Procurement Agreement 

Southwest Gas Corporation (Southwest) currently provides natural gas service to Tucson 
Electric Power (TEP) under the terms and conditions of Special Procurement Agreement 
Number 36012 (Agreement) dated May 23,2001. The pricing provisions of the first two-year 
period of the Agreement were extended by subsequent letter agreements through December 
3 1,2003. By letter dated December 5,2003 TEP and Southwest agreed to new pricing and 
minimum volume provisions for the period of January 1,2004 through December 3 1,2004. 
The Arizona Corporate Commission (ACC) in Decision No. 66753 approved the new agreed 
provisions. A subsequent letter agreement, dated October 14,2004, approved by the ACC in 
Decision No. 67453, extended the pricing provisions for one year through December 3 1, 
2005. 

The purpose of this correspondence is to extend the current pricing provisions beginning 
January 1,2006 on a month-to-month basis, subject to termination by either party through 
written notice so stating and given to the other party no less than thirty (30) days in advance. 
The pricing provisions, as shown on the attached “Exhibit A”, will be effective beginning 
January 1,2006, or as directed by the ACC. 

Notwithstanding the above, this service agreement is subject to potential service interruptions 
as a result of the FERC order (Docket RPOO-336-000) related to El Paso capacity allocations. 
There may be times that Southwest will not have sufficient interstate capacity available to 
serve all of TEP’s natural gas requirements. During those times, Southwest will, on a best 
efforts basis, implement alternatives developed in conjunction with TEP. 
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Mr. David Hutchens 
December 1,2005 

@ Please acknowledge TEP’s concurrence with the terms and conditions set forth in this letter 
by signing the enclosed copy of this letter and returning it to my attention. 

Sincerely, 

Vice PresidenVGas Resources 
William N. Moody 

Accepted and A y d  as of this 2 - day of December, 2005: 
‘ d  @f 

By: 
Dave Hutchens 
General Manager, Fuels & Wholesale Power 
Tucson Electric Power Company 



EXHIBIT A 
36012 

SOUTHWEST GAS CORPORATION 
SPECIAL PROCUREMENT AGREEMENT 

UNDER SCHEDULE NO. G-30 

CURRENT EFFECTIVE RATES: 
Basic ChargeMonth (3 meters @ $56O/meter) $1,680.00 

Usage Charge (per MMBtu): 

Gas Costs' plus the applicable fuel and variable charges on the El Paso Natural Gas"Company (El 
Paso) system plus a volumetric charge that shall be calculated at the beginning of each month, as 
soon as all indexes are published, and shall apply to all gas purchased for that month. The 
volumetric charge shall be calculated as follows provided, however, the volumetric charge shall 
never be lower than the Floor nor higher than the Cap as set forth below: 

The lower of: 
The difference between the frrst of the month Inside FERC Index2 for the 
Permian Basin and the SoCal Border first of the month Inside FERC Index, or 

The difference between the Fuel Oil Alternative, as defined below, and the 
Permian Basin first of the month Inside FERC Index plus the applicable El Paso 
fuel and variable charges. 

The Fuel Alternative is the last week of the month New York Harbor No.2 Fuel Oil Price3 per 
-tu plus $O.SO/MMBtu. 

The volumetric charge is further subject to the floors and Caps as defined below: 

Effective Date: January 1,2006, or as directed by the Arizona Corporation Commission. 

Gas Costs shall be actual costs the Utility incurs, but not less than "inside FERC's Gas Market Report", El 
Paso Natural Gas, Permian Basin Index when gas is purchased monthly, or "Gas Daily", El Paso Permian 
Basin Index when gas is purchased on the daily spot market. 

The Permian Basin Index price as published in Inside'FERC's Gas Market Report by Platts, a division of 
McGray Hill Companies, Inc. If in the future this publicatiodindex is no longer available parties will agree 
to an alternate publicatiodindex. 

The N0.2 Fuel Oil price as published in Natural Gas Week, Comparative Fuel Prices in the last week of 
the month prior to the delivery month. If in the future this publicatiodindex is no longer available parties 
will agree to an alternate publicatiodindex. 
Pipeline Reservation Charge. 
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EXHIBIT A 
36012 

40,704 
25,440 
37,134 
1,350 
18,000 

27,000 
4,800 

Irvington - 3950 East Irvington Road 
Steam Units 1 & 2 
Steam Unit 3 
Steam Unit 4 
Steam Unit 4 - Ignition Gas 

P-5 
P-5 
P-5 
P-2c 
P-3b 

P-3b 
P-2c 

Combustion Turbine 1 & 2 
North Loop - 10600 North Casa Grande Hwy. 

18,000 
172,428 

Combustion Turbines 1,2, & 3 

P-2c 

Combustion Turbine 4 
DeMoss Petrie - 2501 North Flowing Wells Road 

Combustion Turbine 1 
TOTAT, 

Date Issued November 30,2005 
Customer: Tucson Electric Power Company 

TUCSON ELECTRIC POWER COMPANY 
“Customer” 

By: By: 

-R@OiVmoiesaie PWGF 
Date: Date: 1.7 - 2 - zcac3.4- 
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